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TO: Hildamar Ortiz, Director, Office of Public Housing, 4NPH

FROM: Nancy H. Cooper
Didtrict Ingpector Genera for Audit-Southeast/Caribbean, 4AGA

SUBJECT:  Puerto Rico Public Housng Adminigtration
Procurement Management
San Juan, Puerto Rico

We have completed an audit of the Puerto Rico Public Housng Adminigration’s (PHA) management of
its centra office procurement sysem. We conducted the audit in response to the Department of
Housing and Urban Development (HUD) officials and our on-going concerns regarding the Puerto Rico
Public Housng Adminigtration’s financid management systems. Our audit objectives were to determine
whether the PHA adminigtered its activities in compliance with HUD requirements.

We focused our audit to evauate the PHA’s procurement system. This report presents four findings
that detail the PHA’s need to improve its procurement operations.

Within 60 days, please give us a Satus report for each recommendation in the report on: (1) the
corrective action taken; (2) the proposed corrective action and a planned implementation date; or (3)
why action is not consdered necessary. Also, please furnish us copies of any correspondence or
directives issued as aresult of the audit.

Should you or your gtaff have any questions please contact me or Sonya D. Lucas, Assgtant Didrict

Inspector Generd for Audit, at (404) 331-3369. We are providing a copy of this report to the Puerto
Rico Department of Housing and the PHA.
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Executive Summary

We completed an audit of the Puerto Rico Public Housng Adminigtration. The audit was conducted in
response to the Department of Housing and Urban Development officials and our on-going concerns
regarding the Puerto Rico Public Housing Adminidration’s financiad management systems, especidly its
procurement system. Our audit objectives were to determine whether the PHA: (1) had procurement
policies and procedures that complied with HUD requirements, (2) followed the policies and
procedures, (3) adequately determined the need for goods and services, and (4) had adequate
management controls to ensure receipt of quaity goods and services and to preclude duplicate
payments.

The PHA has a long history of management problems. It was rated as a “troubled” public housng
authority until December 1996. However, in November 1997 the PHA was placed on the “mod
troubled” list because of problems managing its modernization program. HUD program officids and
Independent Public Accountants (IPA) continue to report serious management control weaknesses
regarding procurement and related financid management sysems.  None of the findings regarding
procurement have been resolved. 1n 1999, severd former PHA employees were indicted for fraudulent
activities involving disbursements.  Strong management controls may have prevented these crimes.
Other investigations involving the PHA are ongoing.

Locd HUD officids have tried to take action to get PHA compliance without success. On June 11,
1998, the Director of HUD's Caribbean Office of Public Housng sent a letter to John Blakeman, 111.
The letter made reference to the numerous times that HUD had notified the PHA about ther failure to
comply with Title 24 Code of Federd Regulations (CFR), part 85.36. The Director stated in the
request that the PHA must provide HUD the following: 1) a status of strategies you are
implementing through your improvement plan towards the resolution of the procurement
findings, and 2) evidence of the steps PHA has taken to ensure that procurement files are
complete, including but not limited to the history of the procurement as required by 24 CFR
85.36. Unless we receive the above required evidence by July 28, 1998, the HUD Caribbean
Office of Public Housing cannot approve the use of project funds to pay for services provided
under contracts not properly procured. In addition, please be advised that because of the
persistent failure of the PHA to address these issues in any meaningful way, failure to make
substantial progress toward correction of items of non-compliance will force this Department to
take whatever actions are necessary to obtain compliance with the Annual Contributions
Contract.

In the PHA'’s reply dated September 3, 1998, the PHA administrator claimed that he had taken steps
to correct the deficiencies in the procurement area.  Among the steps taken, he mentioned gtrict
enforcement of procurement requirements by the procurement office, sufficient records to show the
procurement history, and andysis for each procurement. Our audit disclosed that these areas were il
deficient.
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Executive Summary

Additionally, 24 CFR 85.43 (a) (2)-Enforcement provides remedies for noncompliance. If a grantee
materially fails to comply with any term of an award...the awarding agency may disallow (that
is, deny both use of funds and matching credit for) all or part of the cost of the activity or action
not in compliance.

Our review disclosed continued serious problems with the PHA’ s ability to manage its procurement and
related financid management sysems. Of about $39 million in procurements and other dishursements
reviewed, we identified about $21.8 million of indigible costs and $4.1 million in cogt efficiencies (see
Appendix A).

The PHA did not comply with Federd and agency procurement requirements and did not
maintain control over its centra office procurement activities.  Although HUD program
officids and auditors had repeatedly cited the agency for noncompliance and lack of control
over purchases, actions taken to correct the systemic weaknesses were not effective. This
occurred because PHA management disregarded requirements and associated management
controls for planning, soliciting, and awarding purchase orders and contracts. As aresult, the
PHA obtained goods and services without full and open competition, incurred excessve
costs, and dlowed program waste, abuse, and potential fraud to occur. We identified
ineligible cogts totaling about $3.8 million.

The PHA paid about $4.9 million more than necessary for professona services provided by
two contractors.  This occurred because it contracted for the services without competition
and without performing comprehensive price and/or cost andyses. The PHA improperly
justified these sole-source procurements under an emergency declaration by the Puerto Rico
Department of Housing Secretary.  The PHA may incur additiond indligible cogts of about
$2.1 million, if corrective actions are not taken.

PHA management controls were not effective in deterring waste, abuse, and fraud. The PHA
paid: (1) invoices without proper authorization or Sgned agreements, (2) invoices that were
not origind; (3) invoices without proof of ddivery; (4) invoices that exceeded contract limits;
(5) undlowable advanced payments (per PHA regulations); and (6) invoices without any
support.  In addition, the PHA routinely charged costs to ingppropriate fund source (see
Appendices B and D). Both HUD and IPAs had previoudy reported smilar deficiencies to
the PHA. These deficiencies continued to occur because the PHA management did not
enforce Federd and PHA requirements and ensure effective management controls were in
place. We identified other indigible cods totaling about $8.1 million. The PHA may incur
additiond indligible costs of about $2 million unless corrective actions are taken.

The PHA did not mantan adequate property management and related procurement
documents. Its inventory records were not accurate or did not contain required data such as
property location. PHA purchase order and contract registers and procurement regulations
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Introduction

aso need improvement. This occurred because the PHA did not ensure that past actions
taken to improve controls were effective. As a result, there was no assurance that persond
property was properly accounted for and used or if effective controls were in place to
safeguard assets. The PHA’ s June 30, 1997, Baance Sheet showed that persona property
was vaued a about $8.6 million. However, the inventory report, as of June 30, 1997,
provided to OIG in February 1999, showed an adjustment increasing the inventory vaue from
$8.6 to $15.3 million, an increase of about 80 percent.

We recommend that you: (1) consider declaring the PHA in substantid default, if improvements are not
made; (2) condgder placing the PHA on areimbursement basis for funding; (3) review and gpprove the
PHA’s annud procurement plan; (4) ensure the vdidity of future emergency declarations, and (5)
perform cost reviews to determine whether the PHA properly alocated costs to HUD programs. Also
require the PHA to detall its procedures for maintaining a property ledger, conducting an annua physica
inventory, and reconciling and investigeting differences. Recover about $21.8 million in indigible costs
charged HUD programs and take appropriate action to save another $4.1 million in efficiencies.

We provided copies of the draft report to the PHA and HUD's Caribbean Office officids on
September 24, 1999. We discussed the draft report with the HUD officials on October 27, 1999.
Upon the PHA' s request, we held a working session to discuss the draft report on November 4, 1999;
and held an exit conference on December 7, 1999. At the exit conference, we agreed to consder the
PHA’s comments and issue a revised draft report. We provided copies of the revised draft report to
the PHA and HUD’s Caribbean Office officias on January 12, 2000. The PHA provided written
comments on January 31, 2000. Generaly, the PHA did not agree with the findings. We consdered
the comments in findizing the report. The PHA’S comments are summarized within each finding and
induded in ther entirety in Appendix G.
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| ntroduction

Background

Public housing and urban renewa programs firgt started in Puerto Rico in 1938. By 1957 the Puerto
Rico Urban Renewa and Housing Corporation, the PHA’s predecessor, was created by the
Commonwedth Law No. 88 for the purpose of reorganizing those programs. In 1972, the government
of Puerto Rico established the Department of Housing (Law 97 of June 10, 1972). Under this law, the
Puerto Rico Urban Renewd and Housing Corporation was attached to the Department of Housing, and
the powers and faculties of the Board of Directors were transferred to the Secretary of Housing.

The PHA was created in 1989 and placed under the direction of the Puerto Rico Department of
Housing for the purpose of creating an efficient and flexible adminigtration of public housng (Law 66
dated August 17, 1989). In 1991, the Puerto Rican Government dissolved the Puerto Rico Urban
Renewa and Housing Corporatiion and transferred the powers and faculties of its Public Housing
Program to the Puerto Rico Public Housng Adminigration. The Puerto Rico Public Housing
Adminidration is directed by the PHA Administrator which is appointed by the Puerto Rico Secretary
of Housng. The current PHA Adminisirator was appointed during December 1997. The PHA is the
second largest public housing agency inthe nation. As of July 1, 1999, it had 327 housing projects with
56,585 units scattered throughout Puerto Rico.

History

The PHA hasalong history of management problems. 1n 1981, its predecessor agency was designated
by HUD as “financidly troubled.” In 1985, the agency was determined by HUD to be “operationaly
troubled” because of serious financid, administrative, and project maintenance deficiencies. These
deficiencies were not corrected. Asaresult, in 1991, HUD imposed severe sanctions on the agency by
freezing about $308 million of unobligated funds. In 1992, the Governor of Puerto Rico transferred the
PHA’s modernization and development programs to the Puerto Rico Public Building Authority to act as
an agent for the PHA. Also, dl project management functions were contracted to private management
agents. PHA daff were dramatically reduced from over 4,500 to under 100 employees. Its role was
reduced to an “asset manager” responsible for accounting for and reporting on the use of Federd funds
and overseeing management agent activities.

HUD rated the PHA as troubled until December 1996. However, in November 1997 HUD
determined that only the PHA’ s modernization program was troubled. 1n the letter to the Department of
Housing Secretary dated November 4, 1997, HUD cited the PHA'’s continuing financia management
problems and need for corrective actions.

Previous IPA and Office of Inspector Generd (OIG) audits and HUD program reviews have dso
disclosed serious procurement noncompliance and associated management control weaknesses. Fisca
year (FY) 1992-1997 single audit reports repeatedly cited the PHA for not following Federd
procurement requirements.  The reports aso disclosed numerous ingtances of poor management
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I ntroduction

controls involving disbursements. Millions of dollars of indigible costs were recommended for recovery.
Because of the condition of the PHA’s accounting system and the control wesknesses, the IPA
disclaimed an opinion on the PHA’s 1993-1996 financid statements. The 1993-1996 statements were
al prepared in 1998, because the PHA had not obtained an annua audit since 1991. In order to bring
the PHA back into compliance with the Single Audit Act, the PHA’s current administration requested
the audits in 1998. Although an unqudified opinion was given on the agency’'s 1997 datements, the
IPA determined that the PHA’s management controls were inadequate.

In June 1996, we reported (Report No. 96-AT-201-1821) that the PHA did not: (1) document the
history of each procurement including basis for contractor selection or rgjection and contract price; (2)
perform required price and/or cost andyses prior to procurements, and (3) provide al required
standard contract provisonsin its contracts. The findings remain unresolved.

In a monitoring report on PHA operations issued in August 1994, HUD aso identified various
procurement related deficiencies including: (1) improperly procured and/or justified sole-source
contracts for professonad and security services, and (2) no annua equipment inventory. The report
sated “...we could not determine that the PHA was obtaining goods and services a the lowest and
best prices” HUD again reported smilar procurement and management control deficiencies in 1997
and 1998 reports to the PHA. For example, in the Comprehensive Grant Program (CGP) Limited
Monitoring Review Report dated April 15, 1998, the Director of HUD’s Caribbean Office of Public
Housing detalled the continuing systemic wesknesses and lack of effective corrective actions. She
dated that “The continua lack of systems, the lack of urgency on the part of staff, and other factors
contribute to a generd tendency of not addressing priorities with focus and determination. ... Without
clear focus and action the PHA is exposed to losing substantia funds....”

In 1999, saverd former PHA employees were indicted for fraudulent activities involving disbursements.
Strong management controls may have prevented these crimes. Other investigations involving the PHA
are ongoing.

In October 1995, HUD' s centra office contracted with a firm to provide the PHA technica assstance
in creating a centra procurement unit and developing a procurement manua. The PHA later contracted
with an affiliate firm to provide smilar services (see Finding 2). The procurement unit was established in
May 1997. The manua was drafted but had not been issued as of July 1999. Subsequent to our draft
report, in November 1999, the PHA submitted the find draft manua for HUD's gpprova. HUD’s
comments and recommendations for changes to the manua were addressed in a letter dated December
3, 1999.

Procurement Spending
The PHA spent millions annudly for goods and services procured by its centra office and management

agents. In FY 1997 and 1998 program expenditures totaled $289.1 million. The PHA’s FY 1999
budget was about $260.6 million.
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1997 1998 Total

Grant (million) (million) (million)

1994 Drug Elimination (DEP) $9.1 $ 0 $9.1
1995 DEP 13 13.9 15.2
1996 DEP 0 0 0
1994 HOPE VI 7.8 54 13.2
1995 HOPE VI 2 1 3
1996 Comprehensive Grant Program (CGP) 23.2 29.0 52.2
1997 CGP 0 .6 .6
1998 CGP 0 0 0
1999 CGP 0 0 0
1997 Operating Subsidy & Income (OS & 1) 93.3 0 93.3
1998 OS & | 0 105.2 105.2
Totds $134.9 $154.2 $289.1

Procurement Requirements

The PHA’s procurement and associated management controls are governed by Title 24, Code of
Federa Regulations (CFR), Subpart 85.36. These standards provide a set of basic principles that are
to be followed in obtaining and paying for goods and services. The regulations alow the PHA to use its
own procurement procedures, provided that they conform to the Federal standards. The PHA'’s
procurement regulations dated August 13, 1993, incorporate the Federd standards but aso impose
additiona requirements.

HUD Handbook 7460.8, Rev-1, Procurement Handbook for Public Housing Agencies and Indian
Housing Authorities, dated January 1993, supplements the Federa regulations.

Audit Objectives, Scope, and M ethodology

Our audit objectives were to determine whether the PHA: (1) had procurement policies and procedures
that complied with HUD requirements, (2) followed the policies and procedures, (3) adequately
determined the need for goods and services, and (4) had adequate management controls to ensure
receipt of quaity goods and services and to preclude duplicate payments.

The review was conducted at the PHA’s office in Rio Fiedras, Puerto Rico and included visits to
housing projects and other locations in the San Juan area to verify receipt of sdected purchases. The
audit primarily covered PHA procurement and related disbursement activities usng HUD funds carried
out by its central office during the period July 1996 through June 1998. Prior period activities were
reviewed as necessary to meet our audit objectives. Audit testing was extended through December
1998 and the procurements and management controls through June 1999. For the first severa months
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of the audit period, the PHA was under the direction of a prior adminigtrator. Following that
adminigrator's departure, the PHA was headed by severd acting and interim administrators. The
current administrator, John S. Blakeman, was appointed in December 1997. Our audit fiedld work was
performed from July 1998 through May 1999.

To accomplish our audit objectives, we:

- andyzed Federd and PHA procurement requirements and guidance;

- reviewed prior OIG and IPA audit and HUD monitoring reports and related correspondence;

- interviewed Department of Housing, PHA and HUD officids, suppliers, and contractors;

- examined procurement and payment records related to use of credit cards, petty cash
accounts;, purchase orders, and formal contracts; and

- assessed related management controls.

We did not review management agent procurement activities or assess the centra office’ s procurement
of management agent services.

In total, we examined about $35.8 million in procurements made by the PHA during the period July
1996 through December 1998. We examined 71 percent of the charges or about $4,600 out of
$6,527 made during the period July 1996 to June 1998 using PHA credit cards. To test the petty cash
account, we sdlected transactions totding $1,986 and examined two replenishment vouchers and
supporting documents for transactions made during the period November 1997 through April 1998
totaling about $900, or 45 percent of the charges.

We reviewed about $10.2 million expended on 51 purchase orders. In genera, we examined purchase
orders over $5,000. Other purchase orders were judgmentally selected. For FY 1997 we examined
65 percent of the charges, or about $1,241,827 out of $1,916,184. For FY 1998 we examined 93
percent of the charges, or about $9,049,863 out of $9,707,176. To assess whether conditions found
during the review exised after June 1998, we examined five judgmentaly selected purchase orders
vaued a about $1.4 million (see Appendix B).

From the PR Department of Housing contract register, we sdected 10 contracts valued at
gpproximately $19.6 million or 72 percent of the contracts made during the 2 year review period.

In generd, we chose contracts of $500,000 or more for review. Other contracts were judgmentaly
sdected. We aso reviewed another six contract actions worth about $3.8 million that were not listed
on the register as of June 30, 1998 (see Appendix D).

The audit was conducted in accordance with generdly accepted government auditing standards.
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Finding 1

PHA Management Disregarded Procurement

Requirements

The PHA did not comply with Federd and agency procurement requirements and did not maintain
control over its centrd office procurement activities. Although HUD program officids and independent
auditors had repeatedly cited the agency for noncompliance and lack of control over purchases, actions
taken to correct the systemic weaknesses were not effective. This occurred because PHA management
disregarded requirements and associated management controls for planning, soliciting, and awarding
purchase orders and contracts. Asaresult, the PHA obtained goods and services without full and open
competition, incurred excessive cogts, and alowed program waste, abuse, and potentia fraud to occur.
We identified indigible costs totaling about $8.8 million (see Appendices C and E).

Criteria

Title 24 CFR, part 85.36, dated April 1, 1995, alows agencies
to use their own procurement procedures if they conform to
aoplicable Federd requirements and do not redrict full and
open competition.  In generd, the PHA Procurement
Regulation, Article 5.28 requires forma public bid procedures
to be used by the Adminidtration to acquire any goods or
services which exceeded ten thousand dollars ($10,000) (eg.,
equipment). 24 CFR 85.36 (d) (2) dtates that in the formal bid
method, bids are publicly solicited and a firm-fixed-price
contract is awarded.

Additionally, 24 CFR 85.43 (a) (2)-Enforcement, provides
remedies for noncompliance. If a grantee materially fails
to comply with any term of an award...the awarding
agency may disallow (that is, deny both use of funds and
matching credit for) all or part of the cost of the activity or
action not in compliance.

All forma contracts require Depatment of Housing legd
department review. These contracts were also required to be
reported to HUD and to the Puerto Rico Comptroller’s Office.
All procurements over $30,000 require Puerto Rico Housing
Secretary gpprovd. In addition, a price and/or cost analysisis
required to be performed for each procurement (purchase
orders and forma contracts) including any contract
modification.
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Finding 1

The PHA did not comply
with requirements for
planning, oliciting, and
awarding purchase orders,
contracts, and contract
modifications

00-AT-201-1003

Prior HUD reviews and OIG and IPA audits have reported
serious noncompliance and management control weaknesses
involving the PHA's central procurement system. Our review of
this sysdem found tha the PHA 4ill needs to improve its
procurement operations.

We found continued noncompliance regarding the PHA’s
solicitation and award of dl procurements reviewed.
Deficiencies included: (1) performing no independent price
and/or cost analyses, (2) using fase or dtered vendor quotes,
(3) sdlitting purchases to avoid advertisng requirements, and
(4) awarding procurements sole-source or to other than low
bidders without justification (see Appendices B and D).

In addition, we determined that the PHA used purchase orders
rather than forma written contracts to acquire goods vaued a
$10,000 or more. Of the 56 purchase orders reviewed, 15
were for items that should have been obtained using forma
written contracts. These purchases ranged from $26,400 for
33 digita cameras to $2,604,000 for 12,000 electric stoves.
Most of the purchases were made from sedled bids solicited
through a public advertisement. However, purchase order
documents used to authorize the procurements did not contain
any of the lega provisons (pecifications, warranties, delivery
and payment requirements, etc.) necessary to protect the
PHA’s interests.  Also, management controls such as legd
depatment review, Housng Secretary gpprovd, and
Comptroller’s Office and HUD natification, were circumvented
by using purchase orders rather than contracts. A responsible
PHA officid sad that this method was used because it was
quicker than udng formd contracts.  Generdly, written
contracts were used to acquire professona services when
services were valued at $10,000 or more.

The reault was that the PHA routindy purchased goods and

services without full and open competition. We identified
sgnificant excess costs, waste, abuse, and potentid fraud.
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For example:

Purchase Order No. 98-703

In April 1998, the PHA purchased for its housing projects,
79 Xerox digitd copiers with built-in faxes ($6,800 each)
and 48-month copier maintenance contracts ($3,360 each).
It charged its operating fund $802,640. The acquisition
was made through a purchase order which made reference
to contract No. C-40-192 that had been procured by the
Puerto Rico Generd Services Adminidration.  However,
the PHA did not provide the list of models and prices that
should have been attached to the contract. This contract
required the PHA to document a written judtification if the
equipment being acquired was not the lowest price. The
contract also provided that the agencies could purchase
only the models in the contract. Changes in modds had to
be approved by the Generd Services Adminigration.

There was no evidence that the procurement was approved
by the Housing Secretary as required. A PHA contracting
officer told us that the Deputy Adminigrator persondly
negotiated with Xerox. Both the current Administrator and
his deputy sgned the purchase order. The contracting
officer refused to dgn it because he did not know the
reasonability of the changes or how it was procured. The
officer also stated that there was not a procurement file for
the acquistions and tha the Deputy Administrator
negotiated the price and modd of the equipment directly
with Xerox.

Our vidts to three projects to locate the equipment found
no more than 3 gaff a each ste. They informed us that
their old copiers were broken. However, two projects
faxes were working and the staff used them. We could not
determine from the PHA inventory records that dl the
equipment had been recorded (see Finding 4). According
to amendment No. 50 to contract No. C-40-192, the
PRPHA could have purchased less costly copiers and
service agreements.  Therefore, we disalowed $536,015;
the difference between the price in the amendment and the
price paid. Thisincluded the maintenance contract.
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Purchase Order No. 98-821

In May 1998, the PHA acquired 12,000 eectric stoves
from White Westinghouse for $2,604,000. We determined
that the PHA did not: (1) document the performance of a
price and/or cost analyss to assess whether bids were
reasonable; (2) obtain Secretary of Housing approvd; (3)
get written HUD approvad; (4) advertise the solicitation
twice as required by its regulations, and (5) provide
adequate time for bidders to respond to the solicitation. In
addition, the PHA did not sdect the low bidder but
negotiated a lower price with a higher bidder. There was
no documentation to indicate that negotiations were held
with the other bidders. In addition, the purchase order was
dated May 1, bids opened May 6, and the price revison
made on May 22. There was dso no explanation in the file
for these discrepancies.

The stoves were purchased because appliances used by
tenants to cook were not safe. However, the new stoves
were given to the tenants because the PHA did not want to
maintain them. Tenants were required to Sgn an agreement
dating that the stoves were ther property and they must
maintain them and take them when they vacate. This policy
could cause future safety and possible legd problems when
these low-income tenants do not comply with ther
agreements. HUD did not provide written authorization for
the donaions. Unless HUD specifically approves the
donation of the stoves to the tenants, the stoves become
property of the PHA. Therefore, we are disdlowing the
$2,604,000 charged againgt HUD funds.

Purchase Order No. 98-822

Also, because of tenant safety concerns, in May 1998, the
PHA bought 21,428 nineteen (19) gdlon water heaters
from a locd didributor for $2,365437. They were
delivered to management agents from July to December
1998. However, as of April 1999, 16,495 hesaters (77
percent) had not been ingtdled. This occurred primarily
because many of the housing projects had only one water
line. The heaters required two lines. For example, 2,554
heaters were delivered to one management agent between
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September and November 1998 to ingtall but as of April
1999 only 927 had been inddled. In August and
September 1998, 1,246 heaters were delivered to another
management agent. None of the equipment had been
ingaled 7 months later. Asof April 1999, nine heaters hed
been reported stolen from project warehouses.

We found that the PHA performed no price and/or cost
anadyss nor obtained Secretary of Housing approva prior
to procurement. Had these actions occurred, the PHA may
have determined the need for two water lines to be in place
prior to purchasing the heaters. In addition, the one year
parts warranty will have expired on many of the hesters by
the time they areinddled.

Subsequently, the PHA reported that at November 1999,
12,898 water heaters had been ingtalled. Therefore, we
disallowed $941,627, representing the cost of 8530
(21,428 - 12,898) water hesaters that have not been
ingdled.

Purchase Order No. 97-267

In December 1996, the PHA acquired a desk-top
computer for $8,200 and charged the cost to the CGP.
The solicitation was not performed by purchasing staff but
by the former director of the PHA’s Technologica
Information Department, who aso certified the computer’s
receipt. The order was given to the vendor with the lowest
quote. However, we found that one of the other two
quotes used to judtify the price paid was fdse. The owner
of the computer company whose name was on the quote
told us that his firm did not submit it and the Sgnature on it
was not his. He said that the price paid for the computer
was excessve. At the time of the purchase, a amilar
computer cost about $2,000. The PHA performed no
price and/or cost andysis. In addition, we could not find
the equipment on the PHA’s inventory ledger or positively
confirm its location a the PHA (see Finding 4). The
computer did not benefit the CGP. Because of these
deficiencies, we disadlowed dl the cost charged to the
program. This purchase, dong with severd others that
were Smilar, were referred for investigation.
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Contract No. 97-6773

In March 1997, the PHA awarded a firm fixed price
contract totding $632,150 to a locd accounting firm
(Cardona, Irizarry and Co.) to reconcile and reconstruct
1992 and 1993 CGP accounting records at the PHA and
its management agents. The PHA recelved Sx proposas
with fixed prices ranging from $127,425 to $1,600,000.

Contractor Price Score
A $ 127,425 76
B 160,000 65
C 222,506 81
D 444 347 86
Cardona, Irizarry & Co 632,150 97
E 1,600,000 84

The PHA awarded the contract to the fifth highest bidder.
Although the contractor received a higher score on its
proposa than the others, the contract file did not document
the bass for the scores and ranking factors. The
contractor's proposad aso contained detaled PHA
accounting data to which its competitors did not have
access. (The contractor was doing other work at the PHA
a thetimeit submitted its proposd.)

According to a Bid Board officid, the amount proposed by
the winning contractor was close to the $700,000 the PHA
had remaining in its budget. However, the PHA performed
no price and/or cost analysis to assess whether the bids
were reasonable (had a comprehensive andyss been
performed, the PHA may have determined that the work
could have been accomplished with less cosily contracted
employees (see Finding 2). Also no competitive range was
established and no negotiations were held with any of the
other prospective contractors or requests made for best
and find prices. Because of these deficiencies, there was
no assurance that the PHA procured the best services at the
lowest cost. We disallowed $504,725; the difference
between the lowest proposa submitted and the contract
amount.
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The PHA dso paid $752,986 more to the firm than the
origind contract dlowed without any signed contract
amendments. The contractor submitted separate fixed-
priced proposas and the PHA verbally agreed to pay for
the work. No price and/or cost analyses were done to
assess reasonableness of the proposals. Some of this work
was included in the scope of the origind fixed-price
contract and should have been completed at no additiona
cost. Other effort was outside the scope of the contract
and should have been solicited and contracted separately.
We considered only one of the proposals an acceptable
contract modification; however, there was no sgned

amendment for this modification.
M odification Description Comments Amount
Reconstruction of Management Agent CGP Records ~ Original Contract $ 184,850
Reconciliation of CGP Records Origina Contract 123,485
Reconciliation Period Extension Contract Modification 79,651
Reconciliation of 1987-1991CIAP Records Change in Scope 300,000
Rent Subsidiary and Other Accounting Work Change in Scope 65,000

Totd

$ 752,986

Based on these procurement deficiencies, we disalowed dll
the amendment costs.

Contract No. 97-3715

In March 1997, the PHA executed an 11-month contract
with alocd firm (Fiddler, Gonzdez & Rodriquez) for legd
services (primaxily for litigation work). The PHA awarded
the contract without any effort to compete it and without
judtification. The PHA dso did not perform a price and/or
cost andyss or obtain HUD'’s gpprova as required to
obtain litigation services. The contract provided the firm
$75-$125 per hour for services (up to $30,000 each
month) plus rembursement of miscellaneous expenses
(mileage, telephone, photocopy, stamps). In January 1998,
the PHA extended the contract another year and increased
the monthly maximum to $60,000 plus expenses. According
to the contract amendment, the increase was due to an
increase in the legd work volume that needed to be done.
However, the PHA did not conduct a required price and/or
cost andysis or obtain HUD approval. The PHA paid the
firm $1,118,974 ($1,050,000 for services plus $68,974
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Finding 1

The PHA charged excessive
fees for contract proposal
documents

The PHA did not maintain
adequate solicitation and
award records

miscellaneous expenses). We condder dl costs indligible to
be charged against HUD funds because of the procurement
and adminidrative deficiencies.

The PHA may have restricted competition by charging potentia
contractors excessive costs for copies of contract proposal
documents. The fees charged were not in accordance with
PHA procurement regulations. We determined that the PHA
charged competitors $40 to $500 to obtain PHA proposa
packages. PHA regulations limited the fee to $10 when
purchases are of goods and services. The cost of the packages
(up to $600) were dlowed when procurements involved
extraordinary congtruction, modernization and maintenance.

A former PHA Procurement Director ated that high fees were
charged to reduce the number of proposds received and time
and cogt of reviewing them. A PHA officid dated that charging
$500 for obtaining bid packages for services is contrary to the
goproved PHA regulaion. The officid dtated that he did not
know how the PHA determined the fee. However, the PHA
Adminigtrator stated that the price varied based on the size of
the bid package. As areault, the practice of charging high fees
restricted open and free competition as required by 24 CFR
85.36.

Of the 72 purchase orders and contracts reviewed, no
procurement files were maintained to support 20 purchases (28
percent). These procurements ranged in costs from about
$7,000 to $6.7 million. Of these purchases, 7 were over $.5
million. Of the remaning transactions, the PHA did not
document complete procurement histories on 35 purchases (49
percent). This included not maintaining dl quotes, bids, and
proposals submitted and properly documenting the bass for
contractor sdection and judification of sole-source
procurements (see Appendices B and D). Because adequate
documentation was not maintained, we could not aways assess
whether the PHA procurement system provided for full and

open competition.

PHA Comments

00-AT-201-1003

There is no support for the vast mgority of the IG's assertions
in Finding One. Fird, the IG continues to inss that formd
contracts be used rather than purchase orders, even though
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PRPHA has demondrated that the regulations upon which the
|G relies do not include such a requirement, and that PRPHA's
use of purchase orders did not circumvent any processes
required by Puerto Rico law or federa regulations. With regard
to the specific purchase orders identified in Finding One:

(1)) PRPHA and GSA regulations clearly dlow the
purchase of the copiers, and the IG improperly
caculated its supposed disalowance.

(2) The dectric soves were purchased with the full
knowledge of HUD, if not with written HUD
approva. In addition, PRPHA has provided the IG
with documentation contradicting the IG’'s assartions
about the aleged deficiencies in the purchasng of
those stoves.

(3) Asdocumented to the IG, PRPHA has been ingdling
the purchased water heaters and continues to do so.
There was adbsolutdly no requirement tha the water
heaters be inddled by a certain date, and there is
therefore no basis for disdlowing the cost of heaters
that have not yet been ingtalled.

(4 PRPHA has no information to substantiate the IG's
cdam that a fdse quote was submitted for the
desktop computer, and the 1G has not provided
PRPHA with documentation to support that clam.
Moreover, the computer is in use and is providing
PRPHA with ongoing benefits.

With regard to the two contracts identified in Finding One, the
IG iswrong. Thereisno judification for the IG’ singstence that
PRPHA should have sdected the lowest bidder for Contract
No. 97-6773, when that bidder was given an unacceptably low
score in an assessment of the various bids.  Indeed, an
independent Bid Board assessed the scores and proposals of
the gx bidders and approved the contractor selected.
Moreover, the IG's description of the contract award process
isinaccurate.

With regard to contract No 97-3715, the IG’s andysis ignores
both Puerto Rico law and the redities of hiring outsde
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Finding 1

Evauation of PHA
Comments

00-AT-201-1003

contractors.  First, Puerto Rico law does not require a
competitive procurement process when prices are regulated by
law, and the Government of Puerto Rico has established rates
of $75 to $125 per hour for lega representation of government
entities.  Second, those rates are sdlf-evidently reasonable and
have in fact been approved by HUD. Third, both the Cannons
of Professond Ethics for Attorneys in Puerto Rico and HUD's
regulations regarding House Counsd for public housing
agencies make the OIG’ s recommendeations ingpposite.

As indicated in Paragraph 4-6 of HUD Handbook 7460.8
REV-1, for housing authority requirements above the smdl
purchase limitation, competitive procurement is conducted by
either sedled bidding or comptitive proposds. Smal purchase
procedures are those rdatively smple and informd, alowing for
the use of purchase orders. The sedled bidding and the
competitive proposals methods are formal procedures and as
provided in 24 CFR 85.36 a formal written contract should be
issued. Forma written contracts should include the contract
provisions required by 24 CFR 85.36 (i). A purchase order is
a written contract, but it is not a forma written contract, and
does not contain the required provisons. With regard to the
specific purchase orders identified, we offer the following:

(1) We are not questioning the purchase of the copiers,
but the procurement procedures used in the
acquisition. We based the disdlowance on the GSA
price lis of the less codly copiers and service
agreements.
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(2) Our concern regarding the dectric stoves was that
the PHA donated them to the tenants. Our position
is tha unless HUD gpecificdly approves the
donation, the costs are disalowed.

(3) Although there is no specific time requirement for the
ingdlation of the water heaters, the fact that 8,530
heaters (40 percent) had not been ingtdled two years
after their acquigtion is not a sound management
practice and denotes poor planning on the PHA’s
part. It dso indicates there was not a real need for
the heaters.

(4) The evidence of the fase quote was provided to the
OIG Office of Invedigaion. The PHA did not
address the red concern regarding the purchase of
the computer. The computer was not procured by
the PHA purchasing staff and the cost was excessive.

With regard to contract No. 97-6773, the PHA’ s records did
not show that the sdlection was judtified. The PHA did not
provide documentation to show: 1) the basis for the scores
assigned; and 2) evidence that they conducted technica and
price/cogt evauations. A written plan for evauating technica
and cost proposdl is needed before the request for proposa is
issued. The plan shdl include arating sheet for each offer,
which lists each of the evauation criteria and the weight
assigned.

With regard to contract No. 97-3715, HUD Handbook
7460.8 Rev. 1, Chapter 4, Paragraph 4-27 provides guidance
for the procurement of legd and other professond services.
The handbook dates that the procurement of lega services
should follow the competitive proposal procedures. Contracts
for litigation services must aso meet the requirements of HUD
Handbook 1530.1. As provided in this Handbook, with the
exception of litigation involving a housing authority acting as a
Section 8 developer, a housing authority must submit to HUD’s
Regiona Counsd for prior written concurrence any contract
with a private atorney for litigation services involving housing
authority programs, projects, or activity receiving loans, grants,
or subsdy assstance from HUD.
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Finding 1

Recommendations

00-AT-201-1003

We recommend that you:

1A.

1B.

1C.

1D.

1E.

1F.

Page 16

Asss the improvement in the PHA’s procurement
management system.  If the PHA fails to improve to
acceptable levels, consder declaing the PHA in
subgtantial default and bresking it up into smdler more
managegble housing authorities.

Congder placing the agency on a rembursement
basis for funding, if its procurement management
system does not improve to acceptable levels.

Require that the PHA terminate use of purchase
ordersfor other than small purchases.

Review and approve the PHA's annud
procurement plan in accordance with HUD
Handbook 7460.8, Rev-1 requirements.

Require that the PHA reduce fees for contract proposa
documents to conform to the regulaions and refund the
overcharges.

Require the PHA to reimburse HUD $8,841,638 from
non-Federa sources for the indigible costs associated
with the procurement deficiencies (see Appendices C and
E).



Finding 2

The PHA Pald Excessive Costs For Professond
Sarvices On Two Sole-Source Contracts

The PHA paid about $4.9 million more than necessary for professond services provided by two
contractors.  This occurred because it contracted for the services without competition and without
performing comprehensive price and/or cost andlyses. The PHA improperly justified these sole-source
procurements under an emergency declaration by the Puerto Rico Department of Housing Secretary.
The PHA may incur additional excess codts of about $2.1 million if corrective actions are not taken (see

Appendix A).

Criteria

Background

Title 24 CFR, part 85.36 requires that grantees conduct al
procurements using full and open competition, perform price
and/or cost analyses (including sole-source procurements), and
fully document dal procurement activiies =~ Noncompetitive
proposals may be used only when contract award is not feasible
under small purchase procedures, sealed bids or competitive
proposds and one of the following circumstances gpplies (1)
the item is avalable only from a single source; (2) the public
exigency or emergency for the requirement will not permit a
delay resulting from competitive solicitation; (3) the awarding
agency authorizes noncompetitive proposds, and (4) after
solicitation, competition is determined inadequate.

PHA procurement regulations define an emergency as a
Stuation which causes unexpected and unforeseen public needs
and which requires immediate action because of the danger to
life, hedth, or public sofety. Similar criteria is provided by
HUD Handbook 7460.8 Rev 1. It adso dates that an
emergency is a Stuation that “would otherwise cause injury to
the PHA, as may arise by reason of a flood, earthquake,
epidemic, riot, equipment failure or amilar event.”

On October 30, 1997, the Housing Secretary declared an
emergency existed at the PHA. The Secretary dated in the
declaration that the two sole-source contracts were necessary
to: (1) avoid the PHA being placed back on HUD's troubled
lig; (2) keep it from losing $150 million within the next 2 years
because of “lack of efficient financid and contract management
procedures;” (3) keep it off the “mod-troubled” list or risk
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Finding 2

Contract No. 98-3465

00-AT-201-1003

losng $200 million per year; and (4) obtan financid
management services that the PHA could not provide. On
December 23, 1997, after reviewing documentation submitted
by the PHA, the HUD office in Puerto Rico gpproved the
awarding of the sole-source contracts.

However, we question the judification for the declaration
because the Stuation did not meet the PHA’s own definition of
an emergency or HUD’s. It was not a Stuation that caused
unexpected and unforeseen needs and required immediate
action. There was no threat to life, hedth, or public safety
which required immediate action asfor anaturd disadter.

In addition, the situation did not meet the requirement for sole-
source contracting. We found that 69 days eapsed from the
declaration of emergency to when the contracts were awarded.
The PHA had adequate time to competitively award the
contracts. Also, contractor actions were not immediate. The
term of the contracts ranged from 18 to 36 months.

We egtimate that the PHA paid excess costs totaling about $4.9
million on the two contracts because it did not perform price
and/or cost andlyses and did not compete the awards. Also
$2.1 million in additiona excess costs may be paid if corrective
actions are not taken.

On January 8, 1998, the PHA awarded CVR Puerto Rico, Inc.
an 18-month $4.4 million contract to provide technica
assisance to ensure the PHA’'s implementation and efficient
adminigration of al components of the modernization program.
The work included developing policies and procedures and
providing expertise and daff necessay to develop and
implement a system for the PHA to administer al aspects of the
progran  incdluding planning, contract  adminidration,
procurement, and financia reporting. The contract provided for
payments based on services rendered by about 20 individuals a
rates from $20 to $137 per hour plus overhead, profit, and
rembursement of miscdlaneous expenses (travel, phone,
equipment purchases, rent). As of January 1999 the PHA had
paid the contractor about $2.6 million.

All three of the contractor’s principas had been providing the
PHA consulting services through effiliate firms since a least

Page 18



Finding 2

1995. In May 1995, the PHA contracted with Vargas and
Asociates for $95 per hour plus expenses to provide advice
regarding the Federd budget and regulations, and help prepare
reports required by HUD. The contract was effective from
May 1995 to June 1996. However, the PHA made only one
payment to the contractor in October 1995 of $12,862.

On October 14, 1995, HUD’s central office contracted with
CVR Associates, Inc., to provide technical assstance to the
PHA on the modernization program including creating
monitoring controls, developing program close-out procedures,
recruiting and traning daff, and developing procurement
procedures. The contractor provided services under this
contract through March 1998. In its November 1997 progress
report submitted to HUD, the contractor stated it “devel oped
procurement processes to retain the services of firms for
modernization and finance” This was the same time that CVR
Associaes, Inc. submitted its proposd to contract with the
PHA direct. CVR Puerto Rico, Inc. (incorporated in Delaware
on November 13, 1997) was given the contract based on a
proposa submitted by the other contractor.

We determined that the PHA did not conduct a required price
and/or cost andyss which included dternative ways to gaff the
project. There were other firms in Puerto Rico capable of
providing such consulting services. For example, in 1996 the
PRPHA contracted with three firms to manage its 1994 and
1995 CGP funds.

The PHA dso routingly contracted direct with individuas for
sarvices rather than hire them as full-time employees. Many of
the saff working in the PHA finance office were contracted
employees. The PHA could have paid fixed price or an hourly
rate for the professond services of a firm's principds and
contracted for the other staff direct. Interviews with a contract
goecidig and an adminidrative asssant found that the
contractor hired them in Puerto Rico when the contract began
and paid them $17.30 and $11.54 per hour respectively, plus
fringe benefits. The PHA paid the contractor $60 and $20 per
hour for these individuas services. The PHA aso pad the
contractor about $537,000 more for overhead and profit and
$296,000 for miscellaneous expenses. Hourly rates charged by
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consulting firms include these costs (see Contract No. 98-
3464).

Included in the miscellaneous costs charged the PHA was
$22,600 for a 1997 Ford Taurus and a 1997 Mitsubishi Mirage
bought by the contractor just after the contract began. Also
included were the costs of severd computers. The PHA paid
the contractor's invoices without reviewing supporting

documentation.
Hourly
Hours Contract oIG Paid Eligible Ineligible
Billed Rate Rate' Costs Costs Difference
Principal 1715  $130-137 $130 $222,950 $222,950 0
Project Director 2,920 80-84 $ 80 233,600 233,600 0
CGP Director 4932 5053  $21.44" 246,600 105,742 $140,858
Construction Manager 1,899 70-74 $21.44" 132,930 40,715 92,215
Senior Monitors/Cont. Specialists 13211 60-63 $21.44" 792,660 283,244 509,416
Contract Monitors 4,051 40-42 $21.44" 162,040 86,853 75,187
Accountants 3617 3032 2144 108,510 77,548 30,962
Administrative Assistants 6,306 20-21 $14.30" 126,120 90,176 35,944
Other Costs 296,302 0 296,302
Overhead/Profit 537.429 0 537429

Totals $2850141  $1140828  $1.718313
Based on the percent of ineligible costs paid, we estimate that
additiona unnecessary costs of $683,047 could be paid on this
contract.

On January 8, 1998, the PHA aso executed a 3-year $9.5
million contract with Cardona, Irizarry & Co. to provide: (1)
finencdd management savices  induding  edablishing
management controls, training saff, and assgting in the PHA’s
finance and adminigration areas, and (2) acquiring computer
equipment.  The contract provided that payments for
professona services were to be made based on services
rendered at hourly rates ranging from $20 to $175 per hour.
The contractor’s overhead costs, profit, and miscellaneous
costs were included in these rates.

Contract No. 98-3464

! Hourly rate paid by the contractor plus 20 percent fringe benefits and 3.28 percent PHA indirect costs.
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The PHA did not compete the award of this contract or
conduct a required cost and/or price analyss. If these actions
had taken place, sgnificant cost savings could have been
achieved. The PHA could have paid afixed price or an hourly
rate for professond services of a company’s principds and
contracted directly with individuas to do the hands-on work.
Thisiswhat the contractor did. One of the firm’s partners even
set up a temporary employment agency (C& C Resources) that
provided most of the staff on the contract.

Interviews with 12 contractor daff (11 specid daff and 1
senior) found that they were paid $6.50 to $12.50 per hour
plus benefits (about 10 percent) by the employment agency.
The PHA paid the contractor $20 to $58 per hour respectively
for thar services. The three other daff (1 senior and 2
managers) interviewed were paid $13-14 per hour plus benefits
as full-time employees of the contractor. The PHA paid up to
$84 an hour for their services.

For services through April 1999, the PHA paid the contractor
$4.6 million or about 68 percent of the maximum amount
alowed under the contract athough 20 months remained. This
occurred because the contractor billed, and the PHA paid, for
more saff effort than was dlowed under the contract. No
contract amendment had been agpproved for this additional
effort. For example, the contract provided that in the second
year of the contract, about 19 individuas would work on the
contract a an average monthly cost of $168,625 or annua cost
of aout $2 million. However, for the 4 month period ended
April 1999, the contractor had billed and the PHA pad
$1,266,630; an average of $316,657 per month for services of
32 individuas. At thisrate, the cost for the second year of the
contract could tota about $3.8 million.

In March 1999, the PHA requested HUD'’s approva for what
it and the contractor had been doing for some time. The PHA
wanted to modify the contract to increase the contractor’s staff
and work effort, add about $377,000 to the contract's
maximum cost for professond sarvices ($6.8 million), and
reduce the contract period from 3 to 2 years. HUD denied the
request on May 10, 1999. In June 1999, the PHA contracted
directly with 12 individuas that had been working a the PHA
for the contractor. The PHA paid an average of $12.31 per
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Partners
Managers
Seniors
Special Staff

PHA Comments

00-AT-201-1003

hour for their services. These subcontractors were responsible
for paying their own benefits. This saved the PHA about
$87,720 per month over what the PHA had been paying the
contractor for the same services.

We determined that the PHA paid excess costs on the contract
totaing about $3.1 million as of May 1999 and could incur
additional excess costs of about $1.5 million if corrective
actions are not taken.

Hourly
Hours Contract OIG Paid Eligible Ineligible
Billed Rate Rate’ Costs Costs Difference
2,386 $156-175 $165-175 $ 396,284 $ 36284 $ O
20,850 $30-88 $18.68" 1,690,997 389,483 1,301,514
40,609 $55-60 $12.71° 2,265,987 516,137 1,749,850
11,343 $20-25 $12.71° 234,519 144,173 90,346

Totals $4.587,787 $1446077  $3141.710

! Hourly rate contract employees by the PHA plus 3.28 percent indirect costs.

2 $12.71 X 147 percent (ratio of $88/$60 rate charged for manager/senior)

C&C Resources has dso solicited the PHA's business. On
August 6, 1999, the PHA advertised its plans to procure
temporary employment agency services. On August 26, 1999,
it advertised itsintention to privatize its accounting department.

The contract dso included $2,755,000 for 411 computers and
asociated costs and for project design, management and
traning. According to PHA officids, this part of the contract
was canceled and the computers were purchased through the
Puerto Rico Generd Services Adminigtration for $1,327,975.
However, the PHA did not amend the contract with Cardona,
Irizarry & Co..

There is absolutdy no bass for the IG to criticize PRPHA's
actions with regard to the two contracts identified in Finding
Two. Both of those procurements, as well as the contracts
themselves, were approved by HUD based upon extensve
documentation provided by the PRPHA. 24 CFR 85.36 (d)(4)
specificaly dlows HUD' s approva, ether because of a public
exigency or emergency or a HUD's discretion. The 1G's
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attempts to find problems with the gpprova process and these
contracts are completely unfounded.

Evauation of PHA
Comments

We acknowledged HUD’s gpprova of the contract in the
finding. However, we are questioning the judtification provided
by the PHA to HUD for the approva request. Also, the PHA
did not conduct a price or cost andyss, and thus, did not
comply with Title 24 CFR, part 85.36 (d) (4). Asaresult, the
PHA pad excessve and/or unnecessary codts on these
contracts.

Recommendations

We recommend that you:

2A. Ensure that future emergency declarations for or by
the PHA meet Federd and locd requirements.

2B. Deermine whether the procurement of temporary
employment agency services was in accordance with
Federd and PHA requirements and take appropriate
corrective action, if applicable.

2C. Reguire that the PHA reimburse HUD $4,860,023
from non-Federal sources for the indigible costs pad
the two contractors (see Appendix E).

2D. Asssss digibility of $2,133,404 corresponding to

payments made subsequent to our review and recover
excess costs (see Appendix E).
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(THISPAGE LEFT BLANK INTENTIONALLY)
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Finding 3

The PHA Did Not Adequately Administer
Procurement Disbursements and Payments

|nvolving Management Agents

PHA management controls were not effective in deterring waste, abuse, and fraud. The PHA paid: (1)
invoices without proper authorization or sgned agreements, (2) invoices that were not origind; (3)
invoices without proof of delivery; (4) invoices that exceeded contract limits; (5) unalowable advanced
payments (per PHA regulations); and (6) invoices without any support. In addition, the PHA routindy
charged codts to ingppropriate fund sources. Both HUD and IPAs had previoudy reported similar
deficiencies to the PHA. The deficiencies continued to occur because PHA management did not
enforce Federal and PHA requirements and ensure effective management controls were in place. We
identified other indigible cogts totding $3.1 million. Also the PHA may incur additiond indigible costs
of about $2 million unless corrective actions are taken (see Appendix A).

Criteria

Title 24 CFR, pat 85.20 requires that grantees must have
adequate controls to safeguard al assets including cash,
property and other assets and assure that such assets are used
solely for authorized purposes. In addition, part 85.36 requires
that grantees maintain a contract administration sysem which
ensures that contractors peform  in accordance with
procurement terms, conditions, and specifications. PHA
procurement regulations require Smilar controls.

Although an entity may have a procurement system that
provides for full and open competition, the sysem must dso
include effective procedures and management controls to ensure
contractors comply with agreement terms, purchased goods
and services are recelved, and correct payments are made and
charged to the proper fund source.

Examples of PHA adminidrative deficiencies

Security Service Agreements

The PHA paid excess costs totaling $920,691 for secur